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AICP
A

June 2 6 , 1998
Jonathan G. Katz, Secretary
U.S. Securities and Exchange Commission
450 Fifth Street, NW
Washington, D.C. 20549
Re:

File No. S7-8-98
SEC Proposed Rule on Year 2000 Readiness Reports to be Made by Transfer
Agents

Dear Mr. Katz:
The American Institute of Certified Public Accountants (AICPA) submitted a comment
letter on the above-referenced proposed rule on April 13, 1998. The attachment to the
comment letter included an example of an accountant’s report on agreed-upon procedures
prepared pursuant to the approach that we suggested in the letter. Based on subsequent
conversations with SEC staff, the AICPA has prepared a revised example of an
accountant’s report to supersede the one included in the April 13, 1998 comment letter.
We look forward to continuing discussions with the SEC staff and others to further
develop our proposed approach.
Sincerely,

Alan W. Anderson
Senior Vice-President
Technical Services

Deborah D. Lambert
Chair
Auditing Standards Board

American Institute of Certified Public Accountants
1211 Avenue of the Americas, New York, NY 10036-8775 (212) 596-6200 • fax (212) 596-6213

Sample Transfer Agent Report
Independent Accountant’s Report
on Applying Agreed-Upon Procedures
To the Board of Directors of ABC Transfer Agent
We have performed the procedures enumerated below as specified in the American Institute of
CPAs’ Statement of Position 98-X, [INSERT TITLE OF SOP], which were agreed to by ABC
Transfer Agent, the staff of the Securities and Exchange Commission, the staff of the
Commodity Futures Trading Commission, and the [insert name o f self-regulatory
organization], (hereinafter collectively referred to as “users”) solely to assist the users in
evaluating ABC Transfer Agent’s assertions in the Follow-Up Report to the SEC regarding year
2000 readiness dated XX, 19XX (see copy attached) and prepared and filed pursuant to the
requirements o f Rule 240.17Ad-18. This agreed-upon procedures engagement was performed in
accordance with standards established by the American Institute of Certified Public
Accountants. The sufficiency of these procedures is solely the responsibility of the specified
users of the report Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested or
for any other purpose.

Findings
Procedure

No Exception Exception

1.

Read the transfer agent’s written plans for
preparing and testing the transfer agent’s
computer systems for potential Year 2000
Problems (“year 2000 project plans”), and
determined by comparison to organization charts,
that the year 2000 project plans; cover all
operations of the transfer agent subject to
regulation by the Securities and Exchange
Commission pursuant to Section 15(a) of the
Exchange Act. We obtained verbal confirmation
from the transfer agent that the organization charts
used in performing this procedure were complete,
accurate, and current.

2.

Read the transfer agent’s year 2000 project plans,
and determined that the plans include each of the
l

N/A

elements listed below.
In performing this
procedure, we did not evaluate the completeness
of the information contained within each element
of the written document nor did we evaluate the
adequacy o f the plans for achieving the objectives
set forth therein.
Assessment
Mission-critical systems
a)

The transfer agent’s definition of missioncritical systems which includes the transfer
agent’s systems for safeguarding customer
assets and clearing customer transactions.

b)

Process
for
identification
and
identification of systems (including
affected software and hardware) that the
transfer agent has determined are missioncritical systems. The transfer agent’s
process for identifying mission-critical
systems gives consideration to records
required to be maintained pursuant to SEC
Rule 17(a)-3.

c)

Process
for
identification
and
identification of mission-critical systems
that the transfer agent has determined are
not year 2000 ready (“noncompliant”) and
thus unable to avert Year 2000 Problems
(see footnote 1 of this report).

Significant vendors, service providers and
counterparties1
d)

Process
for
identification
and
identification
of
vendors,
service
providers, and counterparties that the
transfer agent has determined to be
significant (as defined by the transfer
agent) in the context of the transfer agent’s
potential Year 2000 Problems.

1For purposes of this report, significant vendors, service providers and counterparties may include affiliated entities.

2

e)

Process
for
identification
and
identification of each significant vendor,
service provider and counterparty that the
transfer agent has determined either (1)
their lack of year 2000 readiness is
expected to result in their inability to
continue to provide goods and services and
perform in the time and manner required,
or (2) insufficient information is available
to the transfer agent to make an
assessment as to the significant vendor,
service provider or counterparty’s year
2000 readiness.

Electronic Interfaces
f)

Process
for
identification,
and
identification of internal and external
electronic interfaces that the transfer agent
has determined to be significant (as
defined by the transfer agent) in the
context of the transfer agent’s potential
Year 2000 Problems.

g)

Process
for
identification,
identification of, significant internal
external electronic interfaces that
transfer agent has determined
noncompliant.

and
and
the
are

Remediation strategy
Mission-critical systems
h)

Plans for repairing or replacing each
noncompliant mission-critical system
(including
affected
hardware
and
software).

i)

The date by which each noncompliant
mission-critical system is expected to be
year 2000 ready and a determination by
the transfer agent that such date is prior to
the date that the transfer agent expects its
3

mission-critical systems to fail or plans for
addressing situations where missioncritical systems are not expected to be year
2000 compliant before failure.
Significant vendors,
counterparties
j)

service

providers

and

Plans for addressing situations where
either (1) significant vendors, service
providers, or counterparties’ assessed lack
of year 2000 readiness is expected to result
in their inability to provide the goods and
services and perform in the time and
manner required, or (2) insufficient
information is available to the transfer
agent to make an assessment as to the
significant vendor, service provider, or
counterparty’s year 2000 readiness.

Electronic interfaces
k)

Plans for repairing or replacing each
noncompliant mission-critical system
(including
affected
hardware
and
software).

l)

The date by which each noncompliant
significant electronic interface is expected
to be year 2000 ready and a determination
by the transfer agent that such date is prior
to the dated that the transfer agent expects
the significant electronic interface to fail
or plans for addressing situations where
significant electronic interfaces are not
expected to be year 2000 ready before
failure.

Staffing
m)

Identification of human resources, and
assignment of existing employees, new
employees or third parties to implement
the year 2000 project plans.
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n)

Process to evaluate staffing requirements
on an ongoing basis throughout the term of
the project.

Testing
o)

Plans for testing year 2000 project efforts
relating to each mission-critical system
and significant electronic interface
(including affected hardware and software)
as follows:
•
•
•

p)

Internal testing
Point-to-point testing
Industry-wide testing

Process for reporting results of testing
identified in ‘o’ above and any resulting
required modifications of the year 2000
project plans to members of management
assigned oversight responsibility for the
implementation of the year 2000 project
plans (see procedure number 5) and to the
board of directors2.

Timetable
q)

Timetable with milestones for completion
of the key elements within the various
phases (assessment, implementation of
remediation
strategy,
testing
and
contingency planning) of the transfer
agent’s year 2000 project plans.

Monitoring
r)

Procedures for monitoring and evaluating
the progress of the year 2000 project
efforts, including testing thereof, and
making revisions to the year 2000 project
plans as necessary.

2 As used in this report, “board of directors” refers to the board of directors, its designee committee for dealing with
year 2000 matters, or group equivalent to the board of directors or designee committee.
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s)

Procedures for reporting to the board of
directors, the progress of the year 2000
project efforts.

Contingency plans
t)

Plans for addressing unexpected failures or
unsuccessful remediation efforts of
mission-critical systems or significant
electronic interfaces and unexpected
inability of significant vendors, service
providers or counterparties to continue to
provide goods and services and perform in
the time and manner required due to lack
of year 2000 readiness.

3.

Read minutes of board of directors’ meeting [or
made inquiries of individuals in attendance at
meetings of the board of directors] and noted that
the board of directors of the transfer agent
approved the year 2000 project plans.

4.

Read minutes of board of directors’ meeting [or
made inquiries of individuals in attendance at
meetings of the board of directors] and noted that
the board of directors has committed financial
resources determined by the transfer agent to be
sufficient to accomplish the objectives of the
transfer agent’s year 2000 project plans.

5.

Read minutes of meetings of the board of
directors (or designee committee) [or read the
year 2000 project plans, or made inquiries of
management] and noted that one or more
members of management have been assigned
oversight responsibility for the implementation of
the year 2000 project plans.

6.

Performed the following procedures relating to the
transfer agent’s implementation of the year 2000
project plans.
Assessment
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a)

Inquired of management of major business
segments to
determine that the
identification of mission-critical systems
referred to in 2b above included all
systems that they considered critical to the
continuation of operations in their
respective business segment

b)

Inquired of management of major business
segments to
determine that the
identification of significant vendors,
service providers, and counterparties
referred to in 2d above included all
vendors,
service
providers,
and
counterparties that they considered critical
to the continuation of operations in their
respective business segment

c)

Inquired of information technology
management of major business segments
to determine that the identification of
internal and external electronic interfaces
referred to in 2f above included all internal
and external electronic interfaces that they
considered significant.

Staffing
d)

Obtained verbal confirmation from
personnel with data processing and other
responsibilities relevant to implementation
of the year 2000 project plans, that
existing personnel or newly hired
personnel have been assigned and are
working to implement the year 2000
project plans as specified in those plans.

e)

Reviewed contracts or other written
evidence of engagement with significant
third-parties that were contracted to
implement the year 2000 project plans as
specified in the year 2000 project plans.
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Testing
f)

Read reports to, and obtained verbal
confirmation from, the individuals) of the
management
team
with
oversight
responsibility for the execution of the year
2000 project plans, that the status of
testing of mission-critical systems and
significant electronic interfaces is tracked
and delays in schedule can be identified.

g)

Obtained verbal confirmation from
nonmanagement personnel involved in
implementing the transfer agent’s year
2000 project plan, that the status of testing
o f mission-critical systems and significant
internal and external electronic interfaces
is proceeding as reported to management
personnel with oversight responsibility.

Monitoring
h)

Read reports to, the individuals) of the
management
team
with
oversight
responsibility for executing the year 2000
project plans that modifications to the year
2000 project plans, including those found
to be necessary as a result of testing, have
been made.

i)

Obtained verbal confirmation from
nonmanagement personnel involved in
implementing the transfer agent’s year
2000 project plan, that modifications to the
year 2000 project plans, including those
found to be necessary as a result of testing,
have been made and that the plan
objectives are still expected to be met.

We were not engaged to, and did not, perform an examination, the objective of which would be
the expression o f an opinion on the ABC Transfer Agent assertions included in the Follow-Up
Report referred to in the introductory paragraph of this report. Accordingly, we do not express
such an opinion. Had we performed additional procedures, other matters might have come to
our attention that would have been reported to you. Our procedures also do not provide
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assurance that all year 2000 problems of ABC Transfer Agent that may exist would be
identified, that ABC Transfer Agent is or will be year 2000 compliant, that ABC Transfer
Agent’s year 2000 project plan will be successful in whole or in part, or that parties with which
the ABC Transfer Agent does business will be year 2000 compliant
This report is intended solely for the information and use of the Board of Directors and
Management of ABC Transfer Agent, the Securities and Exchange Commission and
Commodity Futures Trading Commission and [insert name o f self-regulatory organization],
and is not intended to be, and should not be used by, anyone other than those specified parties.
[Signed]

City
Date
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